Conference Engrossed

FILED

JANICE K. BREWER
SECRETARY OF STATE

State of Arizona

House of Representatives
Forty-seventh Legislature
Second Regular Session
2006

CHAPTER 353

HOUSE BILL 2874

AN ACT

AMENDING SECTIONS 15-185, 15-703, 15-901, 15-901.02, 15-901.03, 15-910.03,
15-915, 15-941, 15-943, 15-945, 15-2004, 15-2005 AND 15-2006, ARIZONA REVISED
STATUTES; MAKING APPROPRIATIONS; RELATING TO KINDERGARTEN THROUGH TWELFTH
GRADE EDUCATION BUDGET RECONCILIATION.

(TEXT OF BILL BEGINS ON NEXT PAGE)



W0~ & W

H.B. 2874

Be it enacted by the Legislature of the State of Arizona:

Section 1. Section 15-185, Arizona Revised Statutes, is amended to
read:

15-185, Charter schools: financing:; definitions

A. Financial provisions for a charter school that is sponsored by a
school district governing board are as follows:

1. The charter school shall be included in the district's budget and
financial assistance calculations pursuant to paragraph 3 of this subsection
and chapter 9 of this title, except for chapter 9, article 4 of this title.
The charter of the charter school shall include a description of the methods
of funding the charter school by the school district. The school district
shall send a copy of the charter and application, including a description of
how the school district plans to fund the school, to the state board of
education before the start of the first fiscal year of operation of the
charter school. The charter or application shall include an estimate of the
student count for the charter school for its first fiscal year of operation.
This estimate shall be computed pursuant to the requirements of paragraph 3
of this subsection.

2. A school district is not financially responsible for any charter
school that is sponsored by the state board of education or the state board
for charter schools.

3. A school district that sponsors a charter school may:

(a) Increase its student count as provided in subsection B, paragraph
2 of this section during the first year of the charter school’'s operation to
include those charter school pupils who were not previously enrolied in the
school district. A charter school sponsored by a school district governing
poard is eligible for the assistance prescribed in subsection B, paragraph 4
of this section. The soft capital allocation as provided in section 15-962

-for the school district sponsoring the charter school shall be increased by

the amount of the additional assistance. The school district shall include
the full amount of the additional assistance in the funding provided to the
charter school.

(b) Compute separate weighted student counts pursuant to section
15-943, paragraph 2, subdivision (a) for its noncharter school versus charter
school pupils in order to maintain eligibility for small school district
support level weights authorized in section 15-943, paragraph 1 for its
noncharter school pupils only. The portion of a district’'s student count
that 1is attributable to charter school pupils is not eligible for small
school district support level weights.

4, If a school district uses the provisions of paragraph 3 of this
subsection, the school district is.not eligible to include those pupils in
its student count for the purposes of computing an increase in its revenue
control limit and district support level as provided in section 15-948.
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5. A school district that sponsors a charter school is not eligible to
include the charter school pupils in its student count for the purpose of
computing an increase in its capital outlay revenue limit as provided in
section 15-961, subsection C, except that if the charter school was
previously a school in the district, the district may include in its student
count any charter school pupils who were enrolled in the school district in
the prior year.

6. A school district that sponsors a charter school is not eligible to
include the charter school pupils in its student count for the purpose of
computing the revenue control limit which is used to determine the maximum
budget increase as provided in chapter 4, article 4 of this title unless the
charter school is located within the boundaries of the school district.

7. If a school district converts one or more of its district public
schools to a charter school and receives assistance as prescribed in
subsection B, paragraph 4 of this section, and subsequently converts the
charter school back to a district public school, the school district shall
repay the state the total additional assistance received for the charter
school for all years that the charter school was in operation. The repayment
shall be in one lump sum and shall be reduced from the school district's
current year equalization assistance. The school district’s general budget
1imit shall be reduced by the same Tump sum amount in the current year.

B. Financial provisions for a charter school that is sponsored by the
state board of education or the state board for charter schools are as
follows:

1. The charter school shall calculate a base support level as
prescribed in section 15-943, except that sections 15-941 and 15-942 do not
apply to these charter schools.

2. Notwithstanding paragraph 1 of this subsection, the student count
shall be determined initially using an estimated student count based on
actual registration of pupils before the beginning of the school year. After
the first one hundred days or two hundred days in session, as applicable, the
charter school shall revise the student count to be equal to the actual
average daily membership, as defined in section 15-901, or the adjusted
average daily membership, as prescribed in section 15-902, of the charter
school. Before the one hundredih day or two hundredth day in session, as
applicable, the state board of education or the state board for charter
schools may require a charter school to report periodically regarding pupil
enrollment and attendance and the department of education may revise its
computation of equalization assistance based on the report. A charter school
shall revise its student count, base support level and additional assistance
before May 15. A charter school that overestimated its student count shall
revise its budget before May 15. A charter school that underestimated its
student count may revise its budget before May 15.
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3. A charter school may utilize section 15-855 for the purposes of
this section. The charter school and the department of education shall
prescribe procedures for determining average daily attendance and average
daity membership.

4. Equalization assistance for the charter school shall be determined
by adding the amount of the base support level and additional assistance.
The amount of the additional assistance is one thousand three hundred £hirty
EIGHTY-SEVEN dollars £5ve TWENTY-FIVE cents per student count in kindergarten
programs and grades one through eight and one thousand five SIX hundred £+Fty
SIXTEEN dollars feurteen EIGHTY-ONE cents per student count in grades nine
through twelve.

5. The state board of education shall apportion state aid from the
appropriations made for such purposes to the state treasurer for disbursement
to the charter schools in each county in an amount as determined by this
paragraph. The apportionments shall be made in twelve equal installments of
the total amount to be apportioned during the fiscal year on the fifteenth
day of each month of the fiscal year.

6. Notwithstanding paragraph 5 of this subsection, if sufficient
appropriated monies are available after the first forty days in session of
the current year, a charter school may request additional state monies to
fund the increased state aid due to anticipated student growth through the
first one hundred days or two hundred days in session, as applicable, of the
current year as provided in section 15-948. 1In no event shall a charter
school have received more than three-fourths of its total apportionment
before April 15 of the fiscal year. Farly payments pursuant to this
subsection must be approved by the state treasurer, the director of the
department of administration and the superintendent of public instruction.

7. The charter school shall not charge tuition, Tevy taxes or issue
bonds.

8. Not later than noon on the day preceding each apportionment date
established by paragraph § of this subsection, the superintendent of public
instruction shall furnish to the state treasurer an abstract of the
apportionment and shall certify the apportionment to the department of
administration, which shall draw its warrant in favor of the charter schools
for the amount apportioned.

C. If a pupil is enrolled in both a charter school and a public school
that is not a charter school, the sum of the daily membership, which includes
enrollment as prescribed in section 15-901, subsection A, paragraph 2,
subdivisions (a) and (b) and daily attendance as prescribed in section
15-901, subsection A, paragraph 6, for that pupil in the school district and
the charter school shall not exceed 1.0. If a pupil is enrolled in both a
charter school and a public school that is not a charter school, the
department of education shall direct the average daily membership to the
school with the most recent enrollment date. Upon validation of actual
enroliment in both a charter school and a public school that is not a charter

..3‘.
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school and if the sum of the daily membership or daily attendance for that
pupil is greater than 1.0, the sum shall be reduced to 1.0 and shall be
apportioned between the public school and the charter school based on the
percentage of total time that the pupil is enrolled or in attendance in the
public school and the charter school. The uniform system of financial
records shall include guidelines for the apportionment of the pupil
enroliment and attendance as provided in this section.

D. Charter schools are allowed to accept grants and gifts to
supplement their state funding, but it 1is not the intent of the charter
school law to require taxpayers to pay twice to educate the same pupils. The
base support level for a charter school or for a school district sponsoring a
charter school shall be reduced by an amount equal to the total amount of
monies received by a charter school from a federal or state agency if the
federal or state monies are intended for the basic maintenance and operations
of the school. The superintendent of public instruction shall estimate the
amount of the reduction for the budget year and shall revise the reduction to
reflect the actual amount before May 15 of the current year. If the
reduction results in a negative amount, the negative amount shall be used in
computing all budget limits and equalization assistance, except that:

1. Equalization assistance shall not be less than zero.

2. For a charter school sponsored by the state board of education or
the state board for charter schools, the total of the base support Tevel, the
capital outlay revenue 1imit, the soft capital allocation and the additional
assistance shall not be less than zero.

3. For a charter school sponsored by a school district, the base
support Tevel for the school district shall not be reduced by more than the
amount that the charter school increased the district’'s base support level,
capital outlay revenue 1imit and soft capital allocation.

E. If a charter school was a district public school in the prior year
and is now being operated for or by the same school district and sponsored by
the state board of education, the state board for charter schools or a school
district governing board, the reduction in subsection D of this section
applies. The reduction to the base support level of the charter school or
the sponsoring district of the charter school shall equal the sum of the base
support level and the additional assistance received in the current year for
those pupils who were enrolled in the traditional public school in the prior
year and are now enrolled in the charter school in the current year.

F. Equalization assistance for charter schools shall be provided as a
single amount based on average daily membership without categorical
distinctions between maintenance and operations or capital.

6. At the request of a charter school, the county school
superintendent of the county where the charter school is located may provide
the same educational services to the charter school as prescribed in section
15-308, subsection A. The county school superintendent may charge a fee to
recover costs for providing educational services to charter schools.

-4 -
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H. If the sponsor of the charter school determines at a public meeting
that the charter school is not in compliance with federal law, with the laws
of this state or with its charter, the sponsor of a charter school may submit
a request to the department of education to withhold up to ten per cent of
the monthly apportionment of state aid that would otherwise be due the
charter school. The department of education shall adjust the charter
school’s apportionment accordingly. The sponsor shall provide written notice
to the charter school at least seventy-two hours before the meeting and shall
allow the charter school to respond to the allegations of noncompliance at
the meeting before the sponsor makes a final determination to notify the
department of education of noncompliance. The charter school shall submit a
corrective action plan to the sponsor on a date specified by the sponsor at
the meeting. The corrective action plan shall be designed to correct
deficiencies at the charter school and to ensure that the charter school
promptly returns to compliance. When the sponsor determines that the charter
school is in compliance, the department of education shall restore the full
amount of state aid payments to the charter school.

I. A charter school may receive and spend monies distributed by the
department of education pursuant to section 42-5029, subsection £ and section
37-521, subsection B.

J. For the purposes of this section:

1. "Monies intended for the basic maintenance and operations of the
school” means monies intended to provide support for the educational program
of the school, except that it does not include supplemental assistance for a
specific purpose or P.L. 81-874 monies. The auditor general shall determine
which federal or state monies meet the definition in this paragraph.

2. "Operated for or by the same school district” means the charter
school is either governed by the same district governing board or operated by
the district in the same manner as other traditional schools in the district
or is operated by an independent party that has a contract with the school
district. The auditor general and the department of education shall
determine which charter schools meet the definition in this subsection.

Sec. 2. Section 15-703, Arizona Revised Statutes, is amended to read:

15-703. Kindergarten programs and special departments; special

teachers

A. The governing bhoard may:

1. Establish departments of industrial arts and consumer education and
homemaking.

2. Employ special teachers in special subjects.

B. Each common school district or unified school. district .shall
establish a kindergarten program, unless the governing board of such common
school district or unified school district files an exemption claimwith the
department of education. A district is exempt from establishing a
kindergarten program if it files with the department of education an
exemption claim which states that the establishment of a kindergarten program

- 5 -
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will interfere with the work of, or maintenance of efficiency in, the grades
and that a kindergarten program is not in the best interests of the
district. Fach school district that establishes a kindergarten program shall
offer half-day kindergarten programs that provide i#nstruction—thet—isatigned
with ACADEMICALLY MEANINGFUL INSTRUCTION IN EACH OF the academic standards
adopted by the state board of education. A school district that establishes
a full-day kindergarten program shall allow each parent of a kindergarten
pupil to choose either half-day kindergarten instruction or full-day
kindergarten insiruction.

C. For the purpose of maintaining & kindergarten program a common
school district or unified school district governing board may lease such
buildings as may be necessary as provided by law.

Sec. 3. Section 15-901, Arizona Revised Statutes, is amended to read:

15-801. Definitions

A. In this title, unless the context otherwise requires:

1. "Average daily attendance" or "ADA" means actual average daily
attendance through the first one hundred days or two hundred days in session,
as applicable.

2. ™Average daily membership™ means the total enroliment of fractional
students and full-time students, winus withdrawals, of each school day
through the first one hundred days or two hundred days in session, as
applicable, for the current year. MWithdrawals include students formally
withdrawn from schools and students absent for ten consecutive school days,
except for excused absences as identified by the department of education.
For computation purposes, the effective date of withdrawal shall be
retroactive to the last day of actual attendance of the student.

{a) "Fractional student™ means:

(i) For common schools, until fiscal year 2001-2002, a preschool child
who is enrolled in a program for preschool children with disabilities of at
Teast three hundred sixty minutes each week or a kindergarten student at
Teast five years of age prior to January 1 of the school year and enrolled in
a school kindergarten program that meets at Teast three hundred forty-six
instructional hours during the minimum number of days required in a school
year as provided in section 15-341. 1In fiscal year 2001-2002, the
kindergarten program shall meet at least three hundred forty-eight hours. 1In
fiscal year 2002-2003, the kindergarten program shall meet at least three
hundred fifty hours. In fiscal year 2003-2004, the kindergarten program
shall meet at least three hundred fifty-two hours. In fiscal year 2004-2005,
the kindergarten program shall meet at least three hundred fifty-four hours.
In fiscal year 2005-2006 and each fiscal year thereafter, the kindergarten
program shall meet at least three hundred fifty-six hours. Lunch periods and
recess periods may not be incliuded as part of the instructional hours unless
the child's individualized education program requires instruction during
those periods and the specific reasons for such instruction are fully
documented. In computing the average daily membership, preschool children
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with disabilities and kindergarten students shall be counied as one-half of a
full-time student. For common schools, a part-time student is a student
enrolied for less than the total time for a full-time student as defined in
this section. A part-time common school student shall be counted as
one-fourth, one-half or three-fourths of a full-time student if the student
is enrolled in an instructional program that is at least one-fourth, one-haif
or three-fourths of the time a full-time student is enrolled as defined in
subdivision (b) of this paragraph.

(i1) For high schools, a part-time student who is enrolled in Tess
than four subjects that count toward graduation as defined by the state board
of education in a recognized high school and who is taught in Tess than
twenty instructional hours per week prorated for any week with fewer than
five school days. A part-time high school student shall be counted as
one-fourth, one-half or three-fourths of a full-time student if the student
is enrolled in an instructional program that is at least one-fourth, one-half
or three-fourths of a full-time instructional program as defined in
subdivision (¢) of this paragrapbh.

(b) "Full-time student™ means:

(i) For common schools, a student who is at least six years of age
prior to January 1 of a school year, who has not graduated from the highest
grade taught in the school district and who is regularly enrolled in & course
of study required by the state board of education. Until fiscal year
2001-2002, first, second and third grade students, ungraded students at least
six, but under nine, years of age by September 1 or ungraded group B children
with disabilities who are at least five, but under six, years of age by
September 1 must be enrolled in an instructional program that meets for a
total of at least six hundred ninety-two hours during the minimum number of
days required in a school year as provided in section 15-341. In fiscal year
2001-2002, the program shall meet at least six hundred ninety-six hours. In
fiscal year 2002-2003, the program shall meet at least seven hundred hours.
In fiscal year 2003-2004, the program shall meet at least seven hundred four
hours. In fiscal year 2004-2005, the program shall meet at Teast seven
hundred eight hours. In fiscal year 2005-2006 and in each fiscal year
thereafter, the program shall meet at Teast seven hundred twelve hours.
Until fiscal year 2001-2002, fourth, fifth and sixth grade studenits or
ungraded students at Teast nine, but under twelve, years of age by September
1 must be enrplled in an instructional program that meets for a total of at
least eight hundred sixty-five hours during the minimum number of school days
required in a school year as provided in section 15-341. In fiscal year
2001-2002, the program shall meet at least eight hundred seventy hours. In
fiscal year 2002-2003, the program shall meet at least eight hundred
seventy-five hours. In fiscal year 2003-2004, the program shall meet at
least eight hundred eighty hours. In fiscal year 2004-2005, the program
shall meet at least eight hundred eighty-five hours. In fiscal year
2005-2006 and each fiscal year thereafter, the program shall meet at least
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eight hundred ninety hours. Until fiscal year 2001-2002, seventh and eighth
grade students or ungraded students at least twelve, but under fourteen,
years of age by September 1 must be enrolled in an instructional program that
meets for a total of at least one thousand thirty-eight hours during the
minimum number of days required in a school year as provided in section
15-341. In fiscal year 2001-2002, the program shall meet at least one
thousand forty-four hours. In fiscal year 2002-2003, the program shall meetl
at least one thousand fifty hours. In fiscal year 2003-2004, the program
shall meet at least one thousand fifty-six hours. In fiscal year 2004-2005,
the program shall meet at least one thousand sixty-two hours. In fiscal year
2005-2006 and each fiscal year thereafter, the program shall meet at least
one thousand sixty-eight hours. Lunch periods and recess periods may not be
included as part of the instructional hours unless the student is a child
with a disability and the child's individualized education program requires
instruction during those periods and the specific reasons for such
instruction are fully documented.

(ii) For high schools, a student not graduated from the highest grade
taught in the school district, or an ungraded student at least fourteen years
of age by September 1, and enrolled in at least a full-time instructional
program of subjects that count toward graduation as defined by the state
board of education in a recognized high school. A full-time student shall
not be counted more than once for computation of average daily membership.

(iii) For homebound or hospitalized, a student receiving at least four
hours of instruction per week.

{c) "Full-time instructional program" means:

(i) Through fiscal year 2000-2001, at least four subjects, each of
which, if taught each school day for the minimum number of days required in a
school year, would meet a minimum of one hundred twenty hours & year, or the
equivalent, or one or more subjects taught in amounts of time totaling at
teast twenty hours per week prorated for any week with fewer than five school
days.

(ii) For fiscal year 2001-2002, an instructional program that meets at
least a total of seven hundred four hours during the minimum number of days
required and includes at least four subjects each of which, if taught each
school day for the minimum number of days required in a school year, would
meet a minimum of one hundred twenty-two hours a year, or the equivalent, or
one or more subjects taught in amounts of time totaling at least twenty hours
per week prorated for any week with fewer than five school days.

(iif) For fiscal year 2002-2003, an instructional program that meets
at least a total of seven hundred eight hours during the minimum rumber of
days required and includes at least four subjects each of which, if taught
each school day for the minimum number of days required in a school year,
would meet a minimum of one hundred twenty-two hours a year, or the
equivalent, or one or more subjects taught in amounts of time totaling at
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Jeast twenty hours per week prorated for any week with fewer than five school
days.

(iv) For fiscal year 2003-2004, an instructional program that meets at
least a total of seven hundred twelve hours during the minimum number of days
required and includes at least four subjects each of which, if taught each
school day for the minimum number of days required in a school year, would
meet & minimum of one hundred twenty-three hours a year, or the equivalent,
or one or more subjects taught in amounts of time totaling at least twenty
hours per week prorated for any week with fewer than five school days.

(v) For fiscal year 2004-2005, an instructional program that meets at
least a total of seven hundred sixteen hours during the minimum number of
days required and includes at least four subjects each of which, if taught
each school day for the minimum number of days required in a school year,
would meet a minimum of one hundred twenty-three hours a year, or the
equivalent, or one or more subjects taught in amounts of time totaling at
Jeast twenty hours per week prorated for any week with fewer than five school
days. .

(vi) For fiscal year 2005-2006 and each fiscal year thereafter, an
instructional program that meets at least a total of seven hundred twenty
hours during the minimum number of days required and includes at least four
subjects each of which, if taught each school day for the minimum number of
days required in a school year, would meet a minimum of one hundred
twenty-three hours a year, or the equivalent, or one or more subjects taught
in amounts of time totaling at Teast twenty hours per week prorated for any
week with fewer than five school days.

3. "Budget year" means the fiscal year for which the school district
is budgeting and which immediately follows the current year.

4, "Common school district™ means a political subdivision of this

- state offering instruction to students in programs for preschool children

with disabilities and kindergarten programs and grades one through eight.

5. "Current year™ means the fiscal year in which a school district is
cperating.

6. "Daily attendance” means:

(a) For common schools, days in which a pupil:

(i) Of a kindergarten program or ungraded, but noi group B children
with disabilities, and at Jleast five, but under six, years of age by
September 1 attends at least three-quarters of the instructional time
scheduled for the day. If the total instruction time scheduled for the year
is at Teast three hundred forty-six hours but is Tess than six hundred
ninety-two hours such attendance shall be counted as one-half day of
attendance. If the instructional time scheduled for the year is at least six
hundred ninety-two hours, "daily atitendance™ means days in which a pupil
attends at least one-half of the instructional time scheduled for the day.
Such attendance shall be counted as one-half day of attendance.



o~ O U BN =

I B P B R W W W W W W W W W WINPT N NN RS e e el e e fed e e e
M P WM O WSO BEWMNF OWE SO WMNEOWER OO WM O

H.B. 2874

(ii) Of the first, second or third grades, ungraded and at least six,
but under nine, years of age by September 1 or ungraded group B children with
disabilities and at least five, but under six, years of age by September 1
attends more than three-quarters of the instructional time scheduled for the
day.

(iii) Of the fourth, fifth or sixth grades or ungraded and at least
nine, but under twelve, years of age by September 1 attends more than
three-quarters of the instructional time scheduled for the day, except as
provided in section 15-797.

(iv) OFf the seventh or eighth grades or ungraded and at least twelve,
but wunder fourteen, years of age by September 1 attends more than
three-quarters of the instructional time scheduled for the day, except as
provided in section 15-797,

{(b) For common schools, the attendance of a pupil at three-quarters or
less of the instructional time scheduled for the day shall be counted as
follows, except as provided in section 15-797 and except that attendance for
a fractional student shall not exceed the pupil's fractional membership:

(i) If attendance for 211 pupils in the school is based on quarter
days, the attendance of a pupil shall be counted as one-fourth of a day's
attendance for each one-fourth of full-time instructional time attended.

(ii) [If attendance for all pupiis in the school is based on half days,
the attendance of at least three-quarters of the instructional time scheduled
for the day shall be counted as a full day's attendance and attendance at a
minimum of one-half but Tess than three-quarters of the instructional time
scheduled for the day equals one-half day of attendance.

(cy For common schools, the attendance of a preschool child with
disabilities shall be counted as one-fourth day's attendance for each
thirty-six minutes of attendance not including lunch periods and recess
periods, except as provided in paragraph 2, subdivision (a), item (i) of this
subsection for children with disabitities up to & maximum of three hundred
sixty minutes each week.

{d) For high schools or ungraded schools in which the pupil is at
least fourteen years of age by September 1, the attendance of a pupil shall
not be counted as a full day unless the pupil is actually and physically in
attendance and enrolled in and carrying four subjects, each of which, if
taught each school day for the minimum number of days required in a school
year, would meet a minimum of one hundred twenty hours a year, or the
equivalent, that count toward graduation in a recognized high school except
as provided in section 15-797 and subdivision (e) of this paragraph.
Attendance of a pupil carrying less than the load prescribed shall be
prorated.

{e) For high schools or ungraded schools in which the pupil is at
Jeast fourteen years of age by September 1, the attendance of a pupil may be
counted as one-fourth of a day's attendance for each sixty minutes of
instructional time in a subject that counts toward graduation, except that
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attendance for a pupil shall not exceed the pupil's full or fractional
membership.

(f) For homebound or hospitalized, a full day of attendance may be
counted for each day during a week in which the student receives at least
four hours of instruction.

(g) For school districts which maintain school for an approved
year-round school year operation, attendance shall be based on a computation,
as prescribed by the superintendent of public instruction, of the one hundred
eighty days' equivalency or two hundred days' equivalency, as applicable, of
instructional time as approved by the superintendent of public instruction
during which each pupil is enrolled.

7. "Daily route mileage” means the sum of:

{a) The total number of miles driven daily by all buses of a school
district while transporting eligible students from their residence to the
school of attendance and from the school of attendance to their residence on
scheduled routes approved by the superintendent of public instruction.

{b) The total number of miles driven daily on routes approved by the
superintendent of public instruction for which a private party, a political
subdivision or a common or a contract carrier is reimbursed for bringing an
eligible student from the place of his residence to a school transportation
pickup point or to the school of attendance and from the schooi
transportation scheduled return point or from the school of attendance to his
residence. Daily route mileage includes the total number of miles necessary
to drive to transport eligible students from and to their residence as
provided in this paragraph,

8. "District support Tevel™ means the base support level plus the
transportation support level.

9. "Eligible students"™ means:

(a) Students who are transported by or for a school district and who
gualify as full-time students or fractional students, except students for
whom transportation 1is paid by another school district or a county school
superintendent, and:

(i) For common school students, whose place of actual residence within
the school district is more than one mile from the school facility of
attendance or students who are admitted pursuant to section 15-816.01 and who
meet the economic eligibility requirements established under the national
school lunch and child nutrition acts (42 United States Code sections 1751
through 1785) for free or reduced price Tunches and whose actual place of
residence outside the school district boundaries is more than one mile from
the school facility of attendance.

{(ii)} For high school students, whose place of actual residence within
the school district is more than one and one-half miles from the school
facility of attendance or students who are admitted pursuant to section
15-816.01 and who meet the economic eligibility reguirements established
under the national school lunch and child nutrition acts {42 United States
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Code sections 1751 through 1785) for free or reduced price lunches and whose
actual place of residence outside the school district boundaries is more than
one and one-half miles from the school facility of attendance.

(b} Kindergarten students, for purposes of computing the number of
eligible students under subdivision (a), item (i) of this paragraph, shall be
counted as full-time students, notwithstanding any other provision of law.

(c) Children with disabilities, as defined by section 15-761, who are
transported by or for the school district or who are admitted pursuant to
chapter 8, article 1.1 of this titie and who qualify as full-time students or
fractional students regardless of location or residence within the school
district or children with disabilities whose transportation is required by
the pupil’'s individualized education program.

(d) Students whose residence is outside the school district and who
are transported within the school district on the same basis as students who
reside in the school district.

10. "Enrolled” or “enrollment"™ means when a pupil s currently
registered in the school district.
11. "GDP price deflator” means the average of the four implicit price

deflators for the gross domestic product reported by the United States
department of commerce for the four gquarters of the calendar year.

12. "High school district™ means a political subdivision of this state
offering instruction to students for grades nine through twelve or that
portion of the budget of a common school district which is allocated to
teaching high school subjects with permission of the state board of
education.

13. "Revenue control Timit" means the base revenue control limit plus
the transportation revenue control limit.

14. "Student count”™ means average daily membership as prescribed in
this subsection for the fiscal year prior to the current year, except that
for the purpose of budget preparation student count means average daily
membership as prescribed in this subsection for the current year.

15, "Submit electronically” means submitted in a format and in a manner
prescribed by the department of education,

16. "Total bus mileage" means the total number of miles drwven by all
buses of a school district during the school year.

17. "Total students transported™ means &1l eligible students
transported from their place of residence to a school transportation pickup
point or to the school of attendance and from the school of attendance or
from the school transportation scheduled return poinrt to their place of
residence. ‘

18. ™Unified school district” means a political subdivision of the
state offering instruction to students in programs for preschool children
with disabilities and kindergarten programs and grades one through twelve.

B. In this title, unless the context otherwise requires:

- 12 -
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1. "Base” means the revenue level per student count specified by the
Tegislature,

2. "Base level"” means:

(a) For fiscal year 2004-2005, two thousand eight hundred ninety-three
dollars eighteen cents.

(b} For fiscal year 2005-2006, three thousand one dollars.

(c) FOR FISCAL YEAR 2006-2007, THREE THOUSAND ONE HUNDRED THIRTY-THREE
DOLLARS FIFTY-THREE CENTS.

3. "Base revenue control 1imit"™ means the base revenue control Timit
computed as provided in section 15-944,

4., “Base support level™ means the base support level as provided in
section 15-943,

5. "Certified teacher™ means a person who is certified as a teacher
pursuant to the rules adopted by the state board of education, who renders
direct and personal services to school children in the form of instruction
related to the school district's educational course of study and who is paid
from the maintenance and operation section of the budget.

6. “ED, MIMR, SLD, SLI and OHI™ means programs for children with
emotional disabilities, mild mental retardation, a specific learning
disability, a speech/language impairment and other health impairments.

7. "ED-P" means programs for children with emotional disabilities who
are enrolled in private special education programs as prescribed in section
15-765, subsection D, paragraph 1 or in an intensive school district program
as provided in section 15-765, subsection D, paragraph 2.

8. "ELL" means English learners who do not speak English or whose

-native language is not English, who are not currently able to perform

ordinary classroom work in English and who are enrolled in an English
language education program pursuant to sections 15-751, 15-752 and 15-753.

9., "Full-time equivalent certified teacher” or "FTE certified teacher”
means for a certified teacher the following:

(a) If employed full time as defined in section 15-501, 1.00C.

(b) If employed less than full time, multiply 1.00 by the percentage
of a full school day, or its equivalent, or a full class load, or its
equivalent, for which the teacher is employed as determined by the governing
board.

10. ™Group A" means educational programs for career exploration, a
specific Tearning disability, an emotional disability, miid mental
retardation, remedial education, a speech/language impairment, homebound,
bilingual, preschool moderate delay, preschool speech/language delay, other
health impairments and gifted pupils.

11. "Group B" means educational improvements for pupils in kindergarten
programs and grades one through three, educational programs for autism, a
hearing impairment, moderate mental retardation, multiple disabilities,
multiple disabilities with severe sensory impairment, orthopedic impairments,
preschool severe delay, severe mental retardation and emotional disabilities

_13_
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for school age pupils enrolled in private special education programs or in
school district programs for children with severe disabilities or visual
impairment and English Jearners enrollied in a program to promote English
language proficiency pursuant to section 15-752.

12. "HI" means programs for pupils with hearing impairment.

13. "Homebound"™ or "hospitalized" means a pupil who is capable of
profiting from academic instruction but is unable to attend school due to
i1lness, disease, accident or other health conditions, who has been examined
by a competent medical doctor and who is certified by that doctor as being
unable to attend regular classes for a period of not less than three school
months or a pupil who is capable of profiting from academic instruction but
is unable to attend school regularly due to chronic or acute health problems,
who has been examined by a competent medical doctor and who is certified by
that doctor as being unable to attend regular classes for intermittent
periods of time totaling three school months during a school year. The
medical certification shall state the general medical condition, such as
illness, disease or chronic health condition, that is the reason that the
pupil is unabie to attend school. Homebound or hospitalized includes a
student who is unable to attend school for a period of less than three months
due to a pregnancy if a competent medical doctor, after an examination,
certifies that the student is unable to attend regular classes due to risk to
the pregnancy or to the student's health.

14, K" MEANS KINDERGARTEN PROGRAMS.

34~ 15. "K-3" means kindergarten programs and grades one through
three. '

15~ 16. "MD-R, A-R and SMR-R"™ means resource programs for pupils with
multiple disabiiities, autism and severe mental retardation.

16+~ 17. ™MD-SC, A-SC and SMR-SC" means self-contained programs for
pupils with multiple disabilities, autism and severe mental retardation.

37+ 18. T"MDSSI™ means a program for pupils with multiple disabilities
with severe sensory impairment. A

48+ 19. "MOMR" means programs for pupils with moderate mental
retardation.

19—~ 20. "OI-R" means a resource program for pupils with orthopedic
impairments.

28— 21. ™DI-SC" means a self-contained program for pupils with
orthopedic impairments.

23+ 22. "PSD" means preschool programs for children with disabilities
as provided in section 15-771.

22—~ 23. "P-SD" means programs for children who meet the definition of
preschool severe delay as provided in section 15-771.

23— 24. ™"Qualifying tax rate" means the qualifying tax rate specified
in section 15-971 applied to the assessed valuation used for primary property
taxes.

-14_-
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24— 25, "Small isolated school district”™ means a school district which
meets all of the following:

(a) Has a student count of fewer than six hundred in kindergarten
programs and grades one through eight or grades nine through twelve.

(b) Contains no school which is fewer than thirty miles by the most
reasonable route from another school, or, if road conditions and terrain make
the driving slow or hazardous, fifteen miles from another school which
teaches one or more of the same grades and is operated by another school
district in this state.

(c) Is designated as a small 1isolated school district by the
superintendent of public instruction,.

25+ 26, "Small school district”™ means a schoo? district which meets
all of the following:

(a) Has a student count of fewer than six hundred in kindergarten
programs and grades one through eight or grades nine through twelve.

{b) <{ontains at Teast one school which is fewer than thirty miles by
the most reasonable route from ancther school which teaches one or more of
the same grades and is operated by another school district in this state.

{c) Is designated as a small school district by the superintendent of
public instruction.

26~ 27. "iTransportation revenue control Timit™ means the
transportation revenue control 1imit computed as prescribed in section
15-946.

2% 28. "Transportation support level" means the support level for
pupil transportation operating expenses as provided in section 15-945.

28 29, "VI" means programs for pupils with visual impairments.

29— 30. "Voc. Ed.”™ means career and technical education and vocational
education programs, as defined in section 15-781.

Sec. 4. Section 15-901.02, Arizona Revised Statutes, is amended to
read:

15~-901.02. Voluntary full-day kindergarten instruction

4+ A school DISTRICT or charter school fheat-is—previded-and-accepts
menies—pursiant—to—this——section—Ffer—Ffull—day—icindergarten—shalt MAY offer

full-day kindergarten instruction to a4+ pupils who meet the enrollment
requirements for kindergarten programs. Parents of pupils who meet the
enroliment requirements for voluntary kindergarten programs in a school
DISTRICT or charter school that ss—required—to—provide OFFERS full-day
kindergarten instruction shat++ MAY choose either half-day kindergarten
instruction or full-day kindergarten instruction. IF A SCHOOL DISTRICT OR
CHARTER SCHOOL CHOOSES TO OFFER VOLUNTARY FULL-DAY KINDERGARTEN INSTRUCTION,
ANY NECESSARY CAPITAL MONIES NEEDED TO [IMPLEMENT VOLUNTARY FULL-DAY
KINDERGARTEN INSTRUCTION SHALL BE PROVIDED BY THE SCHOOL DISTRICT OR CHARTER
SCHOOL,
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Sec. 5. Section 15-901.03, Arizona Revised Statutes, is amended to

read:

15-901.03. Transfers: review

Notwithstanding section 35-173, subsection C, any transfer to or from
the amount appropriated for basic state aid entitlement, additional state aid
to schools, eertificates—of educationatconventenee—er the special education
fund OR OTHER STATE AID TO DISTRICTS line items shall require review by the
joint legislative budget committee.

Sec. 6. Section 15-910.03, Arizona Revised Statutes, is amended to

read:

15-910.03. Excess utilities; funding plan; review

A. Beginning July 1, 2005, each school district that—budgets—For
exeess—utitities shall annually develop, adopt and certify a plan at the same
public meeting where the school district budget is proposed and adopted
containing the following information:

1. A review and summary for each fiscal year since fiscal year
1999-2000 that includes the expenditures for the direct operational costs of
each of the following that are contained within the revenue control 1imit and
of the excess utilities budget outside the revenue control Timit:

(a) Heating.

(b)Y Cooling.

(c) MWater,

(d) Electricity.

{e) Telephone communications.

(f) Sanitation fees.

2. A review and summary that includes the current year budget, the
current year estimated expenditures and the proposed budget for the direct
operational costs of each of the following that are contained within the
revenue control 1limit and of the excess utilities budget outside the revenue
control limit:

(a) Heating.

(b)Y Cooling.

(¢) HWater.

(d) Electricity.

(e) Telephone communications.

(f) Sanitation fees.

3. A per pupil cost for the total expenditures for the direct
operational costs that are contained within the revenue control limit and a
per pupil cost for the total expenditures for the direct operational costs
that are part of the excess utilities budget outside the revenue control
Timit as prescribed in paragraphs 1 and 2.

- 19 -
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4. IF THE SCHOOL DISTRICT BUDGETS FOR EXCESS UTILITIES, a review and
summary of specific financial goals to enable the school district to pay for
all utitity costs within the revenue control Timit on or before June 30, 2009
as approved by the voters of this state in the referendum designated as
proposition 301 at the 2000 general election.

5. IF THE SCHOOL DISTRICT BUDGBETS FOR EXCESS UTILITIES, a review of
the district’'s plan to ensure that the school district is making progress
toward the achievement of the financial goals prescribed in paragraph 4.

8. Each school district shall annually submit a copy of the plan
prescribed in subsection A to the department of education on or before
July 18.

€. The department of education shall prepare and submit an annual
report on or before December 1 to the joint legisiative budget committee
containing a summary of the school district plans and costs per pupil as
prescribed in subsection A. The department of education shall include in the
report a 1ist of school districts that budgeted-forexcessutititiesbut-that
did not submit a plan pursuant to this section.

Sec. 7. Section 15-915, Arizona Revised Statutes, is amended to read:

15-915. Correction of state aid or budget 1imit errors:

definition

A. If the superintendent of public instruction determines that the
catculation of state aid for a school district or charter schoel or the
calculation of the school district's or charter school's budget Timits within
the previous three years did not conform with statutory requirements, the
superintendent shall require correction of the errors as follows:

1. Corrections may be made in the current year or in the budget year,
except that in case of hardship to the school district, the superintendent
may approve corrections partly in one year and partly in the year after that
year,

2. Errors in the calculation of state aid shall be corrected by
increasing or decreasing the state aid to the school district or charter
school in the year or years in which the correction is made.

3. Errors in the calculation of the school district's or charter
school's budget 1imits shall be corrected at a public hearing by requiring
the governing board to reduce or by allowing it to increase its budget by the
amount of the correction to be made that year. Overbudgeting errors
corrected as provided in this paragraph are exempt from the provisions of
section 15-905, subsections L and M. Not later than three days after the
hearing and correction, the budget as revised shall be submitted
electronically to the superintendent of public instruction.

B. Subject to the review by the joint legislative budget comm1ttee
the superintendent of public instruction shall adjust state aid for a school
district in the current year if the governing board of a school district
requests the recalculation of state aid for a prior year due to a change in

_20_
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assessed valuation that occurred as the result of a judgment in accordance
with section 42-16213.

C. NOTWITHSTANDING SUBSECTION A OF THIS SECTION, A SCHOOL DISTRICT OR
CHARTER SCHOOL MAY NOT MAKE UPWARD REVISIONS TO ITS AVERAGE DAILY MEMBERSHIP
COUNTS FOR A PARTICULAR SCHOOL YEAR AFTER JUNE 30 OF THE SUBSEQUEKRT SCHOOL
YEAR.

£+ D. For THE purposes of this section, "state aid™:

1. For school districts means state aid as determined in section
15-971 and additional state aid as determined in section 15-972.

2. For charter schools means state aid as determined in section
15-185.

Sec. 8. Section 15-941, Arizona Revised Statutes, is amended to read:

15-941, Teacher experience index:; computation:; definition

A. The teacher experience index for each school district shall be
computed as follows:

1. For the school district:

Number of FTE

years of
experience of

Number of years Number of FTE certified
of experience certified teachers teachers
1 X = o

Z X — = o

3 % - = -

4 X - = o

5 X - = R

6 X — = B

7 X — = o

8 X N = o

9 X — = o

11 X — = -

12 X - = -

i3 X — = o

14 X R = -

15 {or more} x - = -
Total —_— e

A B

2. Divide total B by total A to determine the average number of_ FTE
years of experience of FTE certified teachers in the school district.

....21..
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3. For the state:
Number of FTE
years of
experience of
Number of years Number of FTE certified
of experience certified teachers teachers

[i

%

i

15 (or more)

[{s]
— X X M X oM M X M M M O} M X KX

otal

SARNRERRERAREREY
SARRRRRRRRRAREY

4. Divide total D by total € to determine the average number of FTE
years of experience of FTE certified teachers in the state.

5. Subtract the quotient obtained in paragraph 4 ef—this—subsection
from the quotient obtained in paragraph 2 ef-this-subsectien and multiply the
remainder by 0.0225.

6. Add 1.00 to the product obtained in paragraph 5 ef-thissubseetion.

B. Librarians, guidance counselors, curriculum coordinators and other
personnel who do not conduct regularly scheduled classes shall not be
included as certified teachers and shall be coded separately from certified
teachers in the uniform system of financial records.

. Each school district shall on or before October 15 submit to the
superintendent of public instruction in electronic format the data prescribed
in subsection A, paragraphs 1 and 2 for the current year. The superintendent
of public instruction shall use the data to compute the teacher experience
index of each school district for the budget year.

D. The superintendent of public instruction shall on or before March
15 notify each school district of its teacher experience index for the budyget
year. BETWEEN MARCH 15 AND APRIL 15, A SCHOOL DISTRICT MAY SUBMIT
CORRECTIONS TO DATA THAT IT SUBMITTED PURSUANT 70 SUBSECTION C AND THE
SUPERINTENDENT OF PUBLIC INSTRUCTION SHALL ON OR BEFORE APRIL 15 RECOMPUTE
THE TEACHER EXPERIENCE INDEX FOR THE DISTRICT FOR THE BUDGET YEAR USING THE
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CORRECTED DATA. THE TEACHER EXPERIENCE INDEX FOR A SCHOOL DISTRICT THAT DOES
NOT SUBMIT DATA CORRECTIONS BETWEEN MARCH 15 AND APRIL 15 SHALL BE THE
TEACHER EXPERIENCE INDEX COMPUTED FOR THE DISTRICT BY THE SUPERINTENDENT OF
PUBLIC INSTRUCTION ON OR BEFORE MARCH 15. A SCHOOL DISTRICT THAT SUBMITS
DATA CORRECTIONS PURSUANT TO THIS SUBSECTION SHALL SUBMIT A LETTER EXPLAINING
THE NEED FOR THE CORRECTIONS TO THE SUPERINTENDENT OF PUBLIC INSTRUCTION AND
THE CHAIRMAN OF THE JOINT LEGISLATIVE BUDGET COMMITTEE. The teacher
experience index for the budget year shall not be recalculated after Mareh
APRIL 15 unless the superintendent of public instruction determines that the
school district has submitted data resulting in an overstatement of the
teacher experience index for the budget year.

E. For the purposes of this section, "number of years of experience"
means the number of years of classroom instruction conducted by a certified
teacher in the school district in which the certified teacher is currently
employed, including the number of years of experience of the certified
teacher granted by the school district for the certified teacher on the
district's salary schedule for experience outside of the school district.

Sec. 9. Section 15-943, Arizona Revised Statutes, s amended to read:

15-943. Base support level

The base support level for each school district shall be computed as
follows:

1. The following support level weights shall be used in paragraph 2,
subdivision (a) for the following school districts:

(a) For school districts whose student count in kindergarten programs
and grades one through eight is classified in column 1 of this subdivision,
the support level weight for kindergarten programs and grades one through
eight is the corresponding support level weight prescribed in column 2 or 3
of this subdivision, whichever is appropriate:

Column_ 1 . Column 2 Column 3
Support Level Weight Support Level HWeight
For Small Isolated For Small

Student Count School Districts School Districts
1-99 1.559 1.399

100-499 1.358 + [0.0005 x (500 1.278 + {0.0003 x (500
- student count)] - student count)]

500-599 1.158 + [0.002 x (600 1.158 + [0.0012 x (600

student count)] student count)]

(b) For school districts whose student count in grades nine through
twelve is classified in column 1 of this subdivision, the support level
weight for grades nine through twelve is the corresponding support level
weight prescribed in column 2 or 3 of this subdivision, whichever is
appropriate:
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Column._1
S

Student Count
1-99
100-499

500-599

(S ped el

Column 2
upport Level Weight
For Small Isolated

School Districts
.669

468 + [0.0005 x (500
student count)]

.268 + [0.002 x (600
student count)]

Column 3
Support Level Weight
For Small
School Districts

1.569

1.398 + [0.0004 x (500
- student count)]
1.268 + [0.0013 x (600
- student count)]

2. Subject to paragraph 1, determine the weighted student count as

follows:
(a)
Support
Level Student
Grade Base Group A Weight Count
PSD 1.000 +  0.450 = 1.450 X
K-8 1.000 + 0.158 = 1.158 X
9-12 1,163 + {0.105 = 1,268 X
Subtotal
(b)
Support
Funding Level Student
Category Weight Count
HI 4.771 x
K, FOR FISCAL YEAR
2006-2007 0.8356 X
K, FOR FISCAL YEAR
2007-2008 AND EACH
FISCAL YEAR THEREAFTER 1.352 X
K-3 0.060 x
ELL 0.115 x
MD-R, A-R and
SMR-R 6.024 X
MD-5C, A-SC and
SMR-SC 5.833 «x
MD-SSI 653 X
7.947
0I-R 3.158 x
01-58C b H1E X
6.773
p-SD 3.595 X
EB, MIMR, SLD,
SLI and OHI 0.003 X
ER-P 4647 X
4.822

- 24 -
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MOMR 4.421 x =
Vi 4,806 x =
Subtotal B

(¢) Total of subtotals A and B:

3. Multiply the total determined in paragraph 2 by the base level.

4, Multiply the teacher experience index of the district or 1.00,
whichever is greater, by the product obtained in paragraph 3.

Sec. 10. Section 15-945, Arizona Revised Statutes, is amended to read:

16-945, Transportation support level

A. The support Tevel for to and from school for each school district
for the current year shall be computed as follows:

1. Determine the approved daily route mileage of the school district
for the fiscal year prior to the current year.

2. Multiply the figure obtained in paragraph 1 of this subsection by
one hundred seventy-five.

3. Determine the number of eligible students transported in the fiscal
year prior to the current year.

4. Divide the amount determined in paragraph 1 of this subsection by
the amount determined in paragraph 3 of this subsection to determine the
approved daily route mileage per eligible student transported.

5. Determine the classification in column 1 of this paragraph for the
quotient determined in paragraph 4 of this subsection., Multiply the product
obtained in paragraph 2 of this subsection by the corresponding state support
level for each route mile as provided in column 2 of this paragraph.

Column 1 Column 2

Approved Daily Route State Support -Level per
Mileage per Eligible Route Mile for

Student Transported Fiscal Year 2885-20806 2006-2007
0.5 or less $235 $2.19

More than 0.5 through 1.0 74 $1.77

More than 1.0 215 $2.19

6. Add the amount spent during the prior fiscal year for bus tokens
and bus passes for students who qualify as eligible students as defined in
section 15-901.

B. The support level for academic education, career and technical
education, vocational education and athletic trips for each school district
for the current year is computed as follows:

1. Determine the classification in column 1 of paragraph 2 of this
subsection for the quotient determined in subsection A, paragraph 4 of this
section.

2. Multiply the product obtained in subsection A, paragraph 5 of this
section by the corresponding state support level for academic education,
career and technical education, vocational education and athletic trips as
provided in column 2, 3 or 4 of this paragraph, whichever is appropriate for
the type of district. :
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Colump 1 Column 2 Column 3 Column 4
Approved Daily Route

Mileage per Eligible Bistrict Type District Type District Type
Student Transported 02 or 03 b4 0b

0.5 or less 0.15 0.19 0.25
More than 0.5 through 1.0 0.156 0.10 0.25
More than 1.0 0.18 .12 0.30

For the purposes of this paragraph, "district type 02" means a unified school
district or an accommodation school that offers instruction in grades nine
through twelve, "district type 03" means a common school district not within
a high school district, "district type 04" means a common school district
within a high school district or an accommodation school that does not offer
instruction in grades nine through twelve and "district type 05" means a high
school district.

C. The support level for extended school year pregrams SERVICES for
pupils with disabilities is computed as follows:

1. Determine the sum of the following:

fa) The total number of miles driven by all buses of a school district
while transporting eligible pupils with disabilities on scheduled routes from
their residence to the school of attendance and from the school of attendance
to their residence on routes for a% extended school year sregram SERVICES in
accordance with section 15-881.

(b)) The total number of miles driven on routes approved by the
superintendent of public instruction for which a private party, a political
subdivision or & common or a contract carrier 1is reimbursed for bringing an
eligible pupil with a disability from the place of the pupii's residence to a
school transportation pickup point or to the school facility of attendance
and from the school transportation scheduled return point or from the scheol
facility to the pupil's residence for am extended school year program
SERVICES in.accordance with section 15-881.

2. Multiply the sum determined in paragraph 1 of this subsection by
the state support level for the district determined as provided in subsection
A, paragraph 5 of this section. )

D. The transportation support level for each school district for the
current year 1is the sum of the support level for to and from school as
determined in subsection A of this section, ard the support level for
academic education, career and technical education, vocational education and
athletic trips as determined in subsection B of this section and the support
Tevel for extended school year programs SERVICES for pupils with disabilities
as determined in subsection € of this section.

E. The state support level for each approved route mile, as provided
in subsection A, paragraph 5 of this section, shall be adjusted by the growth
rate prescribed by law, subject to appropriation.
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Sec. 11, Section 15-2004, Arizona Revised Statutes, is amended to
read:

15-2004. School facilities board lease-to-own: fund; expiraticn

A. In order to fulfill the requirements of section 15-2041, the school
facilities board may acquire school facilities for the use of one or more
school districts by entering into one or more lease-to-own transactions in
accordance with this section. For purposes of this section, providing school
facilities includes land acquisition, related infrastructure, fixtures,
furnishings, equipment and costs of the lease-to-own transaction. The school
facilities board may provide monies to provide school facilities in part
pursuant to section 15-2041 and in part through a lease-to-own transaction.

B. A lease-to-own transaction may provide for:

1. The ground lease of the land for the facilities to a private entity
for the term of the lease-to-own transaction or for a term of up to one and
one-half times the term of the lease-to-own transaction, subject to earlier
termination on completion of performance of the lease-to-own agreement. The
ground lessor may either be the school district or the school facilities
board, whichever holds titie to the land.

2. The lease of the completed school facilities by a private entity to
the school facilities board for an extended term of years pursuant to a
Tease-to-own agreement,

3. The sublease of the completed school facilities by the school
facilities board to the school district during the term of the lease-to-own
agreement. The sublease shall provide for the use, maintenance and operation
of the school facilities by the school district and for the transfer of

- ownership of the school facilities to the school district on completion of

performance of the lTease-to-own agreement,

4. The option for the school facilities board’s purchase of the school
facilities and transfer of ownership of the school facilities to the school
district before the expiration of the lease-to-own agreement,

5. The services of trustees, financial advisors, paying agents,
transfer agents, underwriters, lawyers and other professional service
providers, credit enhancements or liquidity facilities and all other services
considered necessary by the school facilities board in connection with the
lease-to-own transaction, and related agreements and arrangements including
arrangements for the creation and sale of certificates of participation
evidencing proportionate interests in the lease payments to be made by the
school facilities board pursuant to the lease-to-own agreement.

C. The sublease of the school facilities to the school district is
subject to this section and to the provisions of the lease-to-own agreement.
Neither a ground lease by the school district as lessor nor a sublease of the
school facilities to the school district is required to be authorized by a
vote of the school district electors. A ground lease is not subject to any
1imitations or requirements applicable to Teases or lease-purchase agreements
pursuant to section 15-342 or any other section of this title.
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D. Any school facility that is constructed through a Jlease-to-own
agreement shall meet the minimum building adequacy standards set forth in
section 15-2011.

E. School districts may use local monies to exceed the wminimum
adequacy standards and to build athletic fields and any other capital project
for leased-to-own facilities.

F. The school facilities board shall include any square footage of new
school facilities constructed through lease-to-own agreements in the
computations prescribed in section 15-2011.

G. Pursuant to section 15-2031, a school district is eligible to
receive building renewal monies for any facility constructed through a
lease-to-own agreement. If a facility's building maintenance renewal is
included 1in the lease-to-own agreement, %hen the facility shall not be
included in the district's building renewal calculation.

H. A lease-to-own fund is established consisting of monies
appropriated by the 1legislature. The school facilities board shall
administer the fund and distribute monies 1in the fund to make payments
pursuant to lease-to-own agreements entered into by the school facilities
board pursuant to this section, to make payments to or for the benefit of
school districts pursuant to local lease-to-own agreements entered into by
school districts pursuant to section 15-2005 and to pay costs considered
necessary by the school facilities board in connection with lease-to-own
transactions and local lease-to-own transactions. Payments by the school
facilities board pursuant to a lease-to-own agreement or Tocal lease-to-own
agreement shall be made only from the lease-to-own fund. On notice from the
school facilities board, the state treasurer shall invest and divest monies
in the fund as provided by section 35-313, and monies earned from investment
shall be credited to the lease-to-own fund.

I. A lease-to-own agreement entered into by the school facilities
board pursuant to this section shall provide that:

1. At the completion of the lease-to-own agreement, ownership of the
school facilities and land associated with the lease-to-own agreement shaill
be transferred to the school district as specified in the agreement.

2. The obligation of the school facilities board to make any payment
under the lease-to-own agreement is a current expense, payable exclusively
from appropriated monies, and is not a general obligation indebtedness of
this state or the school facilities board. The obligation of a school
district to make expenditures under a sublease pursuant to subsection B,
paragraph 3 of this section is a current expense, payable exclusively from
budgeted monies, and is not a general obligation indebtedness of the school
district.

3. If the legislature fails to appropriate monies or the school
facilities board fails to allocate such monies for any periodic payment or
renewal term of the lease-to-own agreement, the lease-to-own agreement
terminates at the end of the current term and this state and the school
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facilities board are relieved of any subsequent obligation under the
agreement and the school district is relieved of any subsequent obligation
under the sublease.

4. The lease-to-own agreement shall be reviewed and approved by the
attorney general before the agreement may take effect,

5. Before the agreement takes effect and after review by the attorney
general, the project or projects related to the agreement shall be submitted
for review by the joint committee on capital review.

J. The school facilities board may covenani to use its best efforts to
budget, obtain, allocate and maintain sufficient appropriated monies to make
payments under a lease-to-own agreement, but the lease-to-own agreement shall
acknowledge that appropriating state monies is a legislative act and is
beyond the control of the school facilities board or of any other party to
the lease-to-own agreement,

K. The land and the school facilities on the land are exempt from
taxation during the term of the Jlease-to-own agreement and during
construction and subsequent occupancy by the school district pursuant to the
sublease,

L. The powers prescribed in this section are in addition to the powers
conferred by any other law. Without reference to any other provision of this
title or to any other law, this section is authority for the completion of
the purposes prescribed in this section for the school facilities board to
provide school facilities for use by school districts through lease-to-own
transactions pursuant to this section without regard to the procedure
required by any other law. Except as otherwise provided in this section, the
provisions of this title that relate to the matters contained in this section
are superseded because this section is the exclusive law on these matters.

M. THE SCHOOL FACILITIES BOARD SHALL NOT ENTER INTC LEASE-TO-OWN
TRANSACTIONS, INCLUDING ANY REFINANCINGS OR REFUNDINGS, PURSUANT TO THIS
SECTION FROM AND AFTER MAY 15, 2006,

Sec. 12. Section 15-2005, Arizona Revised Statutes, is amended to
read:

15-2005. Local lease-to-own by school distriects; expiration

A. In order to fulfill the requirements of section 15-2041, with the
approval of the school facilities board, a school district may acquire school
facilities by entering into a local lease-to-own transaction in accordance
with this section. For purposes of this section, providing school facilities
includes land acquisition, related infrastructure, fixtures, furnishings,
equipment and costs of the local Tease-to-own transaction. The school
facilities board may provide monies to provide school facilities in part
pursuant to section 15-2041 and in part through payments to or for the
benefit of a school district for a local lease-to-own transaction.

B. A local lease-to-own transaction may provide for:

1. The ground lease of the land for the facilities to a private entity
for the term of the local lease-to-own transaction or for a term of up to one
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and one-half times the term of the local lease-to-own transaction, subject to
eartier termination on completion of performance of the local lease-to-own
agreement. The ground lessor may either be the school district or the school
facitities board, whichever holds titie to the land.

2. The lease of the completed school facilities by a private entity to
the school district for an extended term of years pursuant to a local
Jease-to-own agreement. The local lease-to-own agreement shall provide for
the use, maintenance and operation of the school facilities by the school
district and for the transfer of ownership of the school facilities to the
school district on completion of performance of the local Tlease-to-own
agreement.

3. The option for the school district's purchase of the school
facilities and transfer of ownership of the school facilities to the school
district before the expiration of the local lease-to-own agreement.

4. The services of trustees, financial advisors, paying agents,
transfer agents, underwriters, tawyers and other professional service
providers, credit enhancements or 1iquidity facilities and all other services
considered necessary by the school district or the school facilities board in
connection with the local lease-to-own transaction, and related agreements
and arrangements including arrangements for the creation and sale of
certificates of participation evidencing proportionate interests in the lease
payments to be made by the school district pursuant to the Tocal Tease-to-own
agreement.

C. Neither a ground lease by the school district as lessor nor a local
Jease-to-own agreement is required to be authorized by a vote of the school
district electors. A ground lease is not subject to any Tlimitations or
requirements applicable to leases or lease-purchase agreements pursuant to
section 15-342 or any other section of this title.

D. The school facilities board may make payments to or for the benefit
of the school district from the lease-to-own fund established by section
15-2004 for the payment of amounts payable under the local lease-to-own
agreement.

E. Any school facility that is constructed through a lease-to-own
agreement shall meet the minimum building adequacy standards set forth in
section 15-2011.

F. School districts may use Tocal monies to exceed the minimum
adequacy standards and to build athletic fields and any other capital project
for leased-to-own facilities.

G. The school facilities board shall include any square footage of new
school facilities constructed through lease-to-own agreements 1in the
computations prescribed in section .15-2011.

H. Pursuant to section 15-2031, a school district is eligible to
receive building renewal monies for any facility constructed through a
lease-to-own agreement. If a facility's building maintenance renewal is
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inctuded in the lease-to-own agreement, +thes the facility shall not be
included in the district’'s building renewal calculation.

I. A local lease-to-own agreement entered into by a school district
pursuant to this section shall provide that:

1. At the completion of the lease-to-own agreement, ownership of the
school facilities and land associated with the lease-to-own agreement shall
be transferred to the school district as specified in the agreement.

2. The obligation of the school district to make any payment or
expenditure under the local lease-to-own agreement is & current expense,
payable exclusively from properly budgeted monies, and is not a general
obligation indebtedness of this state, the school facilities board or the
school district, and that any payment by the school facilities board to or
for the benefit of the school district from the Tease-to-own fund established
by section 15-2004 for payments of amounts payable under the local
lease-to-own agreement s a current expense, payable exclusively from
appropriated monies, and is not a general obligation indebtedness of this
state or the school facitities board.

3. If the school district fails to properly budget for payments under
the local lease-to-own agreement or if the lTegislature fails to appropriate
monies or the school facilities board fails to allocate monies for periodic
payment to or for the benefit of the school district for payments under the
Tocal Tease-to-own agreement, the local lease-to-own agreement terminates at
the end of the current term and the school district, the school facilities
board and this state are relieved of any subsequent obligation under the
Tocal lease-to-own agreement.

4, The local lease-to-own agreement shall be reviewed and approved by
the attorney general before the agreement may take effect.

5. Before the agreement takes effect and after review by the attorney
general, the project or projects related to the agreement shall be submitted
for review by the joint committee on capital review. ‘

J. The school district may covenant to use its best efforts to budget,
obtain, allocate and maintain sufficient monies to make payments under a
Tocal lease-to-own agreement, but the local lease-to-own agreement shall
acknowledge that budgeting school district monies is a governmental act of
the school district governing board that may not be contracted away. The
school facilities board is not required to covenant to budget, obtain,
allocate or maintain sufficient monies in the lease-to-own fund to make
payments to or for the benefit of a school district for payments under a
Tocal Tease-to-own agreement.

¥, The %and and the school facilities on the land are exempt from
taxation during the term of the local lease-to-own agreement and during
construction and subsequent occupancy by the school district pursuant to the
Jocal lease-to-own agreement.

L. The powers prescribed in this section are in addition to the powers
conferred by any other law. Without reference to any other provision of this

_31_



O~ O & W B

H.B. 2874

title or to any other law, this section is authority for the completion of
the purposes prescribed in this section for school districts to provide
school facilities through local lease-to-own transactions pursuant to this
section without regard to the procedure required by any other law. Except as
otherwise provided in this section, the provisions of this title that relate
to the matters contained in this section are superseded because this section
is the exclusive law on these matters.

M, SCHOOL DISTRICTS SHALL NOT ENTER INTO LEASE-TO-OWN TRANSACTIONS,
INCLUDING ANY REFINANCINGS OR REFUNDINGS, PURSUANT TO THIS SECTION FROM AND
AFTER MAY 15, 2006.

Sec., 13. Section 15-2006, Arizona Revised Statutes, is amended to
read:

15-2006. Lease-to-own amount: expiralfion

A. Inorder to fuifill the requirements of section 15-2041, the school
facilities board may enter into lease-to-own transactions for up to a maximum
of two hundred million dollars in any fiscal year.

B, THE SCHOOL FACILITIES BOARD SHALL NOT ENTER INTO LEASE-TO-OWN
TRANSACTIONS, INCLUDING ANY REFINANCINGS OR REFUNDINGS, PURSUANT TO THIS
SECTION FROM AND AFTER MAY 15, 2006.

Sec. 14. Calculation of instructional days for fiscal . year

2006-2007

Notwithstanding any other law, for fiscal year 2006-2007, the term "one
hundred eighty days" in section 15-341.01, Arizona Revised Statutes, means
one hundred eighty days of instruction or an equivalent number of minutes of
instruction per school year based on a different number of days of
instruction approved by the school district governing board.

Sec. 15. Errors din  school district budget caleculation:

correction :

A. Notwithstanding section 15-905, Arizona Revised Statutes, and
section 15-915, Arizona Revised Statutes, as amended by this act, school
districts that miscalculated their budgets during fiscal years 2003-2004 and
2004-2005 shall be required to correct these errors over a five year period
beginning in fis¢al year 2006-2007 and ending in fiscal year 2010-2011 if
each of the folliowing conditions exisis:

1. The school district reported a total attending average daily
membership count of more than four hundred eighty pupils and less than five
hundred pupils for the 2004-2005 school year in the annual report of the
superintendent of public instruction for fiscal year 2004-2005.

2. The total amount of the correction that would otherwise be required
under section 15-915, Arizona Revised Statutes, as amended by this act, is
more than six hundred fifty thousand dollars but less than seven hundred
thousand dollars.

B, In addition to the monies required to be repaid pursuant to
subsection A of this section, accrued interest is required to be paid at a
rate determined by the superintendent of public instruction.
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Sec. 16. Appropriation: basic _state aid: K-17 roilover:

elimination

A. The sum of $191,000,000 is appropriated from the state general fund
in fiscal year 2005-2006 to the department of education to eliminate the K-12
rotiover,

B. The appropriation made in subsection A of this section is exempt
from the provisions of section 35-190, Arizona Revised Statutes, relating to
lapsing of appropriations, through June 36, 2007.

Sec. 17. Appropriation: Kindergarten group B wWeight

The sum of $118,050,000 is appropriated from the state general fund in
fiscal year 2006-2007 to the department of education for basic state aid to
fund the kindergarten group B weight established in section 15-943, paragraph
2, subdivision (b), Arizonga Revised Statutes, as amended by this act,

Sec. 18. Desedregation budget: limit

Notwithstanding section 15-910, Arizona Revised Statutes, the maximum
amount that a school district may budget for desegregation activities for
fiscal year 2006-2007 shail be computed as follows:

1. Determine the amount that the district budgeted for desegregation
activities for fiscal year 2005-2006 pursuant to Laws 2005, chapter 329,
section 12,

2. Compute the percentage increase in average daily membership for the
district, as defined in section 15-901, Arizona Revised Statutes, for the
2005-2006 school year above the 2004-2005 school year. If average daily
membership for the district decreased for the 2005-2006 school year below the
2004-2005 school year, assume a per cent increase of zero,

3. Multiply the amount determined in paragraph 1 of this section by
the percentage determined in paragraph 2 of this section.

4. Multiply the amount determined in paragraph 1 of this section by
two per cent for assumed inflation.

5. Add the amounts determined in paragraphs 1, 3 and 4 of this
section. i
Sec. 19. Adjustment for rapid decline in student count for
fiscal year 2006-2007

Notwithstanding section 15-942, Arizona Revised Statutes, for fiscal
year 2006-2007, the department of education shall reduce by fifty per cent
the amount of rapid decline funding that & school district would otherwise be
eligible to receive pursuant to section 15-942, subsections A through F,
Arizona Revised Statutes.

Sec. 20. Jopint technological eduycation districts; basic state

aid cap; fiscal year 2006-2007

Notwithstanding section 15-971, Arizona Revised Statutes, or any other
Taw, the maximum amount of state aid for equalization assistance for
education that may be apportioned to a joint technological education district
for fiscal year 2006-2007 is one hundred two per cent of the amount that was
apportioned to it for fiscal year 2005-2006 apart from any prior year
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adjustments or double the amount of its qualifying tax rate revenues for
fiscal year 2006-2007, whichever is greater.

Sec. 21. Joint technological education districts: property fax

rate cap: fiscail year 2006-2007 _

Notwithstanding section 15-971, Arizona Revised Statutes, or any other
law, the total property tax rate that a joint technological education
district levies for fiscal year 2006-2007 shall not exceed the total property
tax rate that it levied for fiscal year 2004-2005,

Sec. 27?. Temporary prohibition on joining or forming joint

technological education districts

A. Notwithstanding sections 15-392 and 15-395, Arizona Revised
Statutes, during fiscal year 2006-2007 school districts shall not be allowed
to:

1. Form any new joint technological education district.

2. Join or vote to join a joint technological education district.

B. Subsection A of this section does not apply to a county with a
population of more than eight hundred thousand persons but less than one
mitlion five hundred thousand persons.

Sec. 23. Audifs: average daily membership

For fiscal year 2006-2007, the department of education or the office of
the auditor general may conduct average daily membership audits, of school
districts and charter schools.

Sec. 24, Jeacher experience index; recalculation: exemption

Notwithstanding section 15-941, subsection D, Arizona Revised Statutes,
as amended by this act, the teacher experience index for a school district
for fiscal year 2006-2007 may be recalculated after April 15, 2006 if the
school district reported & total attending average daily membership count of
more than five thousand one hundred pupils and less than five thousand two
hundred pupils for the 2004-2005 school year in the annual report of the
superintendent of public instruction for fiscal year 2004-2005. The teacher
experience index calculated for all other school districts on or before March
15, 2006 shall be used in the calculation of their base support level for
fiscal year 2006-2007.

Sec. 25. Appropriation; Havden-Winkelman unified school

district: repayment schedule and terms

A. Notwithstanding section 15-2084, Arizona Revised Statutes, the sum
of $1,865,400 is appropriated from the school improvement revenue bond debt
service fund in fiscal year 2006-2007 to the department of education for
distribution to Hayden-Winkelman unified school district No. 41, The
district shall use the monies solely for the purpose of redeeming its
outstanding series 1995 capital appreciation bonds.

B. The district shall levy a tax on the secondary assessment roll to
repay the amount appropriated by this section in three annual installments of
principal and simple interest at the rate of four per cent per year on July
1, 2008, July 1, 2009 and July 1, 2010, but not more than a total sum of
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$696,500 each year. The payments shall be credited to the school improvement
revenue bond debt service fund estzblished pursuant to section 15-2084,
Arizona Revised Statutes. :

C. Notwithstanding any other law, through Jduly 1, 2015 the district
shall not Tevy a primary property tax rate higher than $11.8875 minus any
reductions in the qualifying tax rate required for fiscal year 2006-2007 and
subsequent fiscal years by section 41-1276, Arizona Revised Statutes, and
shall not propose or conduct any election to approve:

1. Any budget override.

2. Any authorization to issue bonds or dincur any other form of
district indebtedness.

Sec. 26. Appropriation: basic state aid; conditional repeal

A. An additional $215,200,000 is appropriated to the department of
education for basic state aid in fiscal year 2006-2007.

B. If the county equalization assistance for education rate used by
the department of education to determine equalization assistance payments for
fiscal year 2006-2007 pursuant to section 15-971, Arizona Revised Statutes,
is greater than $0.00, the appropriation provided by subsection A of this
section is repealed.

Sec. ?27. Appropriation: basic state aid: base leyel increase

A. The sum of $100,000,000 is appropriated from the state general fund
in fiscal year 2006-2007 to the department of education to fund the increase
in the base level authorized in section 15-901, subsection B, paragraph 2,
Arizona Revised Statutes, as amended by this act.

B. The funding appropriated in subsection A of this section shall be

" used to provide salary and benefit increases for school district and charter

school nonadministrative personnel.

Sec. 28. Appropriation: building renewal fund

The sum of $86,283,500 is appropriated from the state general fund in
fiscal year 2006-2007 to the building renewal fund.

Sec. 29. School facilities lease-to-own: legislative intent

It is the intent of the legislature that, as & consequence of
appropriating $250,000,000 in fiscal year 2006-2007 to the new school
facilities fund, the legislature does not intend to appropriate any future
amounts to make annual payments for any lease-to-own transactions entered
into pursuant to title 15, chapter 16, article 1, Arizona Revised Statutes,
in fiscal year 2006-2007.

Sec. 30. Retroactivity

Sections 15-2004, 15-2005 and 15-2006, Arizona Revised Statutes, as
amended by this act, apply retroactively to from and after May 15, 2006.

Sec. 31. Retroactivity

Section 21 of this act, relating to property tax rate caps, fis
effective retroactively to from and after June 30, 2006.

THE GOVERNOR JUNE 21, 2006.

FILED IN THE OFFICE SERETARY OF STATE JUNE 21, 2006.



